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GENERAL COMMENTS

The proposed regulations under Section 613 of the
Internal Revenue Code, published October 2, 1968 include

revisions of the proposed regulations published July 26, 1968.

These revisions make unnecessary some of our prior comments

(dated September 26, 1968).

Accordingly, we respectfully with

draw our prior comments 4, 5 and 6.

We request that all other

of our comments dated September 25, 1968, be considered incor

porated herein by reference.

We also submit the following

additional comments.

SPECIFIC COMMENTS
1.

Section

3(c)
1.613-

(3)

The present regulations restrict a
weighted average of selling prices to
those in the marketing area of the tax

payer's mine.

The proposed regulations

would include in the weighted average

of selling prices those prices in the
relevant markets.

The question as to the

definition of a ’’relevant market” is
immediately raised.

The proposed regula

tions could require the inclusion of prices

- 2 -

in market areas that may be great distances
from those of the taxpayer.

For example,

the average price of coking coal in Colorado
of like kind and grade to that used in the

production of coke in Indiana could be required

to be included in the weighted average in
determining the representative price of
coking coal in Indiana.

It is submitted

that the prices in the marketing area of
the taxpayer’s mine would tend to be more

representative than those prices in distant

marketing areas.

The proposed requirement

could be unfair to both the taxpayers and
to the Federal government.

The language

"in the marketing area of the taxpayer’s
mine” should be retained in the regulations.

2.
1.613- 3(d)(1)(v)(b)

This proposed regulation would require a

taxpayer to attach to his return a state

ment indicating the basis of any calcul

ation of a representative market or field

price.

This regulation should be revised

so that the taxpayer would only be required
to have the information available upon

request.

To have to attach such voluminous

data to the return would be a material and
unnecessary burden on many taxpayers.
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3.
1.613- 3(d)(2)(ill)
1.613-3(d)(2)(viii)(d)

Even though it has now been recognized

that the proportionate profits method of
computing depletable gross income is

inappropriate in the case of oil and gas

operations, the proposed "rate of return

on investment method” can apparently
still not be used by taxpayers without

first obtaining permission.

It would

seem that taxpayers should not have to
request permission to refrain from using

an admittedly inappropriate method.
Accordingly, proposed Regulation Section

1.613-3(d)(2)(iii) and (viii)(d) should

be revised to eliminate this procedural
burden upon taxpayers.

